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FIVE-YEAR SUMMARY 


CORPORATE 


Number of shareholders 
ROSEINALCK JT Gece ane ak eee 


Shares authorized ©2550. ...... 
Shares issued or to be issued .... 


FINANCIAL 


Gross revenues after royalties .... 


Operating income before deple- 
tion, depreciation and amortiza- 
tion, write-offs and non-recur- 
TINGSIUCTNS Weds ere eee ae ee 


Net income (loss)) ............ 
Working capital at year end .... 


OPERATIONS 


@ilswells% (net)... eee 


Oil production (before . royalties ) 
== barrels) irons. necks 


@asewellsa(net) paeeneeee eee 
Gas production (before royalties) 
—thousand cubic feet ....... 
Gross acreage (including carried 
interest) Jw ee ee cee ee es 
Net acreage (including carried in- 
terest ) 


oe si al0e) (bh) (eh ©: Ofle) wi el wus ‘al iene) (nie ue, 


NOTE: 


1967-68 


15,900 
8,000,000 
5,539,847 


$ 2,895,000 


1,222,000 
90,000 
2,479,000 


98.94 


1,064,624 
30.75 


6,173,568 
33,929,640 


9,549,478 


1966-67 


15,400 
8,000,000 
5,293,843 


$ 2,644,000 


988,000 


(45,000 ) 


2,063,000 


82.46 


986,024 
29.91 


6,659,693 
31,218,624 


9,260,219 


1965-66 


15,400 
6,000,000 
4,492,311 


$ 2,504,000 


1,104,000 
49,000 
361,000 


85.22 


919,151 
31.95 


7,163,454 
30,624,088 
9,419,049 


1964-65 


15,000 
6,000,000 
4,492,311 


$ 2,168,000 


775,000 
(140,000) 
1,084,000 


81.49 


734,596 
29.55 


7,043,171 
31,446,028 
9,531,927 


1963-64 


14,600 
6,000,000 
4,386,811 


$ 2,160,000 


703,000 
(411,000) 
714,000 


104.20 


756,401 
25.28 


6,321,257 
32,949,951 
10,282,572 


In January 1965, the Company sold its investment in United States producing properties. These 
included 23.16 net oil wells producing at an approximate rate of 240 barrels per day. 


PRESIDENT’S LETTER 


To the Shareholders: 


The huge Prudhoe Bay discovery by Atlantic Richfield and Humble Oil last 
year on the North Slope of Alaska has riveted worldwide. attention on the petro- 
leum potential of the far north. An unprecedented amount of work is now 
scheduled for the coming years from Alaska east to Hudson Bay, and north 
through the Arctic Islands. 


United Canso has a strong representation in this latest exploratory frontier. 
To its large holdings in the Arctic Archipelago, 3,264,000 net acres out of a gross 
of 6,814,000 (over 15% of the total area which has been farmed out by all 
companies to Panarctic Oils Limited), it has added interests on the North Slope 
and in the Yukon and Northwest Territories which aggregate 1,438,000 gross 
acres (670,000 net acres). 


While the climatic and logistic problems inherent in Arctic operations 
seemed almost insurmountable until a few years ago, major exploration efforts 
can now be mounted and sustained at acceptable costs. The problem of extend- 
ing the Arctic shipping season remains, but work on the new “Alexbow” ice plow 
is yielding very encouraging results. Those most familiar with northern opera- 
tions appear confident that means will be found to overcome remaining problems 
provided large enough and low-cost reserves can be delineated. The Prudhoe 
Bay discovery seems to have convinced the skeptics that the potential of the 
Arctic warrants the special effort and expense entailed. 


These recent acquisitions in the far north are all in the high risk, high 
potential category of exploration plays on which United Canso has been placing 
increasing emphasis. They are also located in areas where acquisition costs are 
well within its means. This is no longer true of northwestern Alberta, a particu- 


larly “hot” area which has experienced a tremendous inflation in the cost of 
wildcat acreage. 


The Company intends to continue an aggressive program which will empha- 
size exposure to the possibility of major discoveries while allocating sufficient 


funds to the safer, smaller plays which are designed to maintain or increase its 
existing production base. It is also broadening its interests to include “hard 
rock” mineral exploration in northern Canada as well as in the Northern Ter- 
ritory of Australia. With an annual cash flow from operations in excess of 
$1,000,000, and with $2,479,000 of working capital on hand, the Company should 
be able to offer its Shareholders a broad and interesting portfolio of exploratory 
plays in the years immediately ahead. 


The Directors wish to take this occasion to express their appreciation for 
the special dedication of the members of the United Canso staff, whose com- 
petence is attested to by the number of joint ventures for which the Company 
has been asked to act as operator. 


On behalf of the Board of Directors, 


le Thu 


Joun T. Srvcuair, Jr., President 
Calgary, Alberta 
February 17, 1969 


As a matter of possible interest, there is enclosed a reprint of an article by 
Ruth Sheldon Knowles which appeared in the January 1969 issue of WorLD PETROLEUM. 
Mrs. Knowles, who is a noted writer on petroleum subjects, presents a graphic account of 
oil exploration in the vast Arctic Archipelago. 


Enclosed with this Report is a map showing the location of the 
Company’s major interests and activities in North America. 


(ow) 


REVIEW OF OPERATIONS 


PETROLEUM EXPLORATION 


United Canso has substantially increased its 
exposure to the possibility of major discoveries 
by acquiring properties in more remote areas 
where the risks are high but where geological 
conditions favor major accumulations and 
where acquisition costs are reasonable. 


Specifically, the Company has acquired 
interests in an aggregate of over 1,400,000 
acres located in Alaska, and the Yukon and 
Northwest Territories. It is also continuing to 
evaluate by drilling its substantial holdings in 
Wyoming and northern Alberta where major 
discoveries have been recorded in the recent 
past. 


During fiscal 1968, the Company partici- 
pated in a total of 35 exploratory wells. Al- 
though none of these resulted in a major 
discovery, United Canso did share in seven 
smaller gas and oil discoveries. These, and 
normal field development, have enabled 
United Canso to maintain a moderate rate of 
growth in production income. 


The following are the highlights of the 
Company's present exploration activities: 
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NORTH AMERICA 
ALASKA 


The discovery of huge oil reserves at Prudhoe 
Bay has made the marketing of oil from this 
area a certainty. United Canso has joined 
with three other companies in acquiring the 
prior rights to filings for oil and gas leases on 
937,106 acres of Federal lands on the North 
Slope of Alaska. The properties consist of 
two blocks, one located to the east and the 
other to the west of the large Naval Petroleum 
Reserve No. 4. United Canso will be the 
operator of both of these properties. 


The acreage east of the Reserve is adjacent 
to and on stratigraphic trend with the Umiat 
Field (estimated to contain 100,000,000 bar- 
rels of recoverable oil from the Cretaceous), 
and is underlain by large foothills type struc- 
tures which should contain the Umiat reservoir 
sands. Although the wells at Umiat did not 
penetrate the Triassic and Mississippian beds 
which are productive at Prudhoe Bay, stud- 
ies indicate that these strata will be present 
across the eastern half of the sedimentary basin. 
They are therefore considered to be likely ob- 
jectives under the eastern block. 


The western block also lies in a belt of large 
foothills type structures. The geological sec- 
tion consists of Cretaceous and Jurassic shales, 
underlain by Triassic sandstones and _ lime- 
stones, and Mississippian limestones. Infor- 
mation on the region indicates that good 
reservoir conditions can be anticipated in the 
Triassic and Mississippian formations. 


Since the Prudhoe discovery, major com- 
panies have announced extensive programs for 
the area and, although details are not avail- 
able, it is estimated that nine drilling rigs and 
twelve seismic crews will be working in the 
area this year. 


NORTHWEST TERRITORIES AND 
YUKON 


NortTH CAMERON HILLs 
(18.75% in 127,388 acres ) 


Two wildcat wells had been scheduled this 
winter to test the Devonian formations which 
have been prolific producers throughout the 
Rainbow-Zama area directly to the south. 
The first test was abandoned on December 
31, 1968 at 3,200 feet. A seismic program 
which is now in progress will be completed 
prior to the drilling of the second well. A 
third wildcat is planned for the winter of 
1969-70. Several companies are participating 
in the seismic work and the three-well drilling 
program. The Company will earn a working 
interest of 1834% in the block of 127,388 
acres. 


SNAKE River (50% in 130,892 acres ) 


The Company and its partner, Alminex Lim- 
ited, selected their Snake River acreage to 
cover a large surface structure. Shortly after 
obtaining title to the property, they nego- 
tiated a farmout agreement under the terms of 
which the farmee will earn a 60% interest in 
the property in exchange for the drilling of 


a well designed to test the Silurian carbon- 
ates at an estimated depth of 6,000 feet. The 
drilling of this well is now in progress. 


Mavunor Area (100% in 370,070 acres ) 


This acreage is located some 150 miles north- 
east of Norman Wells, and covers three large 
structures which are underlain by unexplored 
Silurian-Ordovician and Cambrian sediments. 
Geophysical analysis of the properties is now 
being planned. 


ARCTIC ISLANDS 


As reported previously, United Canso’s exten- 
sive Arctic Islands holdings (6,814,030 gross 
acres, 3,263,994 net) have been farmed out to 
Panarctic Oils Limited, which has commenced 
its $20,000,000 program to explore 45,000,000 
acres located on the Arctic Archipelago. 


Altogether, Panarctic is committed to drill 
15 wells by the end of 1972, of which at least 
three will be located on properties in which 
United Canso holds an interest. 


Panarctic in mid-January announced the lo- 
cations for the first two exploratory wells 
under their program. These will be located on 
northern Melville Island, and will be drilled 
to 10,000 feet and 6,000 feet, respectively (see 


insert map). 


Investigations have been initiated to deter- 
mine the feasibility of transportation of Arctic 
oil in large tankers equipped with the new 
Alexbow ice plow, which performed well in its 
initial tests this past year. Humble Oil and 
Shell have announced that they will spend 
$400,000 to equip an ocean tanker with the 
new Alexbow ice plow to determine in actual 
tests whether oil can be transported through 
the Northwest Passage to markets in the East. 
It is believed that this new technique will 
dramatically extend the shipping season in the 
Arctic. 


PANARCTIC AGREEMENTS 


Company-interest properties included in Panarctic Agreements 


Panarctic Drilling 


Islands Gross Acres _% Net Acres Obligations 
Bathhurst, etc. 4,030,303 11.9164 480,267 Two or three tests, totaling 18,000 
(Domex) ..... feet in depth 
Somerset ....... 1,720,780 100 1,720,780 One 6,000-foot test 
Devon, Axel Hei- 
bere cen ere. 1,062,947 100 1,062,947 


6,814,030 3,263,994 


Interests to be retained by the Company 


Maximum(1) Minimum(1) 
% Working % Working 
Interest Net Acres Interest Net Acres 
Bathhurst, etc. (Domex) ....... 5.660 228,127 2.979 120,067 
Somerset (2). aerate ee eee SorooD 573,593 33.333 573,593 
Devon, Axel Heiberg ........... 73.333(3) 779,494 20.000(4) 212,589 
23.205 1,581,214 13.300 906,249 


(1) Depending on Panarctic’s actual expenditures in the entire Arctic Islands program, from 
a minimum of $20,000,000 to a maximum of $30,000,000, it can earn from 52.5% to 75% working 
interest in the Domex properties, and from 262% to 80% working interest in the Devon and 
Axel Heiberg properties. 


(2) The Somerset Island properties are divided into two blocks, each separately convertible to 
a 25% carried interest or a 444% overriding royalty interest. 


(3) Convertible to a 30% carried interest or 7% overriding royalty interest. 


(4) Convertible to a 15% carried interest or 4% overriding royalty interest. 


ALBERTA 
Birscuo Lake (12.9% in 138,080 acres ) 


The Company and its partners have negotiated 
for the drilling of two wells on the two most 
southerly Drilling Reservations. Under the 
agreement, the farmee has drilled and aban- 
doned the first test at a depth of 6,500 feet, 
and has the option, after analyzing the data, 
to drill a second test, to acquire interests of 
75% and 50% respectively in the two drilling 
blocks which cover approximately 8,000 acres 
each. 


GREASE CreEEK (7.5% in 24,200 acres ) 


United Canso has participated in the drilling 
of a deep exploratory well at Grease Creek, 
which well was drilled to 12,502 feet where 
it stands suspended pending testing. By par- 
ticipating in this drilling, the Company has 
acquired a 7.5% working interest in 24,200 


acres. 


SASKATCHEWAN 
Benson ArEA (50% in 320 acres ) 


United Canso has undertaken several selected 
seismic programs in the area just east of the 
Hume block. On one of the prospects, a one- 
half section of land was acquired at a 
Saskatchewan Crown Sale and later farmed 
out to Pan-American Petroleum Corporation 
for drilling a Silurian test. The well en- 
countered two favorable oil zones which are 
currently being evaluated. 


WYOMING 


PARKMAN AREA (36% in 149,374 acres ) 


The first well of a four-well program under- 
taken by Publishers Petroleum reached the 
Morrison formation, and was abandoned. Al- 
though the reservoir sands were present, they 
were nonproductive. The second well was 
abandoned after testing the Minnelusa forma- 


tion. Two more Morrison tests must be drilled 
by Publishers Petroleum to earn a 50% in- 
terest in the properties. The next well will be 
spudded in the spring. 


BuFFALO Creek (75% in 18,222 acres ) 


The discovery of Muddy formation oil at 
Recluse and several other nearby locations 
have created great interest in the Buffalo 
Creek properties. Duncan Oil Limited has 
drilled three tests to the Morrison sands in 
order to earn 1,000 net acres around each well 
site. All three wells were drilled and aban- 
doned at approximately 10,000 feet, after en- 
countering a tight but oil-stained Muddy sand 
section. Negotiations are in progress for addi- 
tional drilling in the area. 


AUSTRALIA 
NORTHERN TERRITORY 


Three wells are included in the current ex- 
ploratory program bcing carried out on Per- 
mits 43 and 56 in the Amadeus basin of 
central Australia (see map on page 8). Tyler 
No. 1 (United Canso 22%), which was 
spudded in June 1968, has been subjected to 
serious delays resulting from mechanical difh- 
culties and on January 31, 1969 was reported 
below 9,700 feet in the Mereenie formation. 
It is expected the objective Pacoota sandstone 
formation will be reached at approximately 
13,000 feet. 


Following completion of this test, expected 
within the next 90 days, the same rig will be 
moved to the West Waterhouse prospect 
(United Canso 19%), some 45 miles south- 
east of the Tyler site. This exploratory test, 
which like Tyler is located on OP43, is pro- 
grammed as a 6,100-foot well with the Pacoota 
formation again the primary target. 

Northwest Mereenie No. 1 (United Canso 
35% ), the third well in the current three-well 
program, is scheduled as a 5,600-foot Pacoota 
test and is expected to provide important in- 
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formation on the northwesterly limits of the 
Mercenic field. 


The volume of oil estimated to be present in 
the Mercenie field prompted the initiation of 
a study recently to determine if nuclear explo- 
sives can be used to unlock the substantial 
oil reserves in that area. Preliminary studies 
have indicated the Mereenie field may 
be an ideal candidate for the world’s first 
nuclear stimulation attempt of an oil reservoir. 
Stimulation of a gas reservoir was accom- 
plished successfully late in 1967 in a joint 
industry-government venture in New Mexico 
known as Operation Gasbuggy 


In this connection, the firm of CER Geonu- 
clear Corporation of Las Vegas, Nevada, 
which did much of the planning for the Gas- 
buggy nuclear testing project, has been 
engaged to investigate the use of nuclear 
stimulation to increase the recoverability of 
Mereenie oil. Should the current study show 
economic prospects, a full feasibility study 
of nuclear stimulation in the Mereenie field 
is contemplated. 


QUEENSLAND 


Under the agreements with California Asiatic 
Oil Company and Texaco Overseas Petroleum 
Company involving Authority to Prospect 
138-P, nine exploratory wells were drilled on 
the permit in return for which those com- 
panies earned a 50% interest in the concession. 


Under an agreement dated June 24, 1968, 
Southern Pacific Petroleum N. L., an Austral- 
ian company, earned a 742% interest in a 
drilling block covering 168,960 acres by con- 
tributing up to 30% of the cost of drilling 
Ravensbourne No. 1. This test was drilled to 
7,736 feet and abandoned as a dry hole in 
July 1968. 


Although these negative results have tended 
to downgrade the prospects on the permit, 
Authority to Prospect 138-P covers a very large 
area, 5,726,000 acres, and subsurface informa- 
tion is confined to geophysical surveys and the 
widely-spaced wells drilled to date. More 
geological information is required before a 
definitive appraisal can be made. 


GOSSES BLUFF 
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OIL PERMIT NO. 56 


PERMITS 43 AND 56 IN THE 
AMADEUS BASIN, N.T. 


EAST GARDNER 
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OIL PERMIT NO. 43 MILES 


United Canso’s Equity in Australian Petroleum 
and Mineral Properties — September 30, 1968 


Gross Acres Net Acres To 


PETROLEUM 
Northern Territory 
O.P. 43 
NICTECIIC Rents EL ee Ae han 2 82,560 12,384 15.00 
Paline Valley ueacte an ever. eds PRN... 135,680 33,072 24.38 
Oran CMa de eee ects eet ls Bete 8s Shaw 76,800 18,048 23.50 
WV ats USe um Reta ee RNs eras 124,800 20,592 16.50 
WY Cst aN QteUNOUSES coerce eee sk lis 53,760 10,214 19.00 
Oa PE I. Sa ae Os eR ee 19,693 4,333 22.00 
Otherstannout blocksame1 4... 0. s). e 817,280 122,592 15.00 
Wiissioudny ef raiy ee eee ee ee 2,116,627 529,157 25.00 
UY Wie * oe ie Roos 2 6. a a 2,920,320 876,096 30.00 
Totals Ol P43 ae eee es, See (on, 6,347,520 1,626,488 25.62 
OEP. 56 
IY KETREXEY TV Sec Avion Baro fe Cie ye 64,000 12,800 20.00 
Northwest Mercemieir a wine.) .4.... ..: 24,320 8,512 35.00 
aC ORs ee Se wae. ae eo aD 5,907 183 29.33 
Mir cionar relate dete Ws. cans iy. 0 3,188,973 1,062,990 33.33 
GANS oe Oe he Ue | 3,062,400 1,224 960 40.00 
TROY EAIENO OF SiG) oat. ce oes ee On een 6,345,600 2,310,995 36.42 
Total Northern Territory ........... 12,693,120 3,937,483 31.02 
Queensland 
Ravensbourncewerer ene es Ge Met ck aa 168,960 14,362 8.50 
Other teatro yeas geen Se Beers, | ata 5,557,760 BOD TG 10.00 
Total Cueensiand 0.54.5 poh. 3 «es =, 5,726,720 570,138 9.96 
MotalePetroleumiy. Mae ede 6 os ask 18,419,840 4,507,621 24.47 
MINERALS 
Northern Territory 
Miice SprinGsankicae . et sew tind pikes ea 3,846,400 576,960 15.00 
Pine: Creeks Rank jum glew i.) 0. cs Set eis... Uc 631,680 94,752 15.00 
Western Anstralial (Shark Bay.) «-a.0¢.ac) =. 234 985,600 92,400 9.38 
otal Mineralsp OF. Aneesh ees 5,463,680 764,112 13.99 
4 eS do isl ag yh La Se a 23,883,520 ig Hy PETS) 22.07 


MINERAL EXPLORATION 


AUSTRALIA 
NORTHERN TERRITORY 


Prospecting operations on Company-interest 
mineral permits in the Northern Territory 
were intensified over the past year, prompted 
by the assured presence in that area of sub- 
stantial energy fuel for ore reduction proces- 
sing resulting from the Amadeus basin dis- 
coveries, and by the availability of new 
technological tools for mineral prospecting. 


United Canso presently holds a 15% interest 
in Mineral Prospecting Permits covering a 
total of 4,478,000 acres in central Australia. 
Exploration activities by the Company and 
its partmers are being expanded, and compre- 
hensive field investigations will be conducted 
on the permit areas during the current fiscal 
year. 


WESTERN AUSTRALIA 


In the Shark Bay area, the Company partici- 
pated, through its ownership in Magellan 
Petroleum (N.T.) Pty. Ltd., in the drilling of 
two exploratory tests for potash. The results 
of these two test wells were negative, and 
further plans for exploration of the permits, 
which cover approximately 985,000 acres, have 
not been formulated. 


CANADA 
NORTHWEST TERRITORIES 


United Canso is participating, through Bor- 
ealis Exploration Limited, in a long-term pro- 
gram of mineral exploration in northern 
Canada. 


During the summer of 1968, reconnaissance 
work and mapping were conducted on pros- 
pecting permits covering over 930,000 acres 
in the Northwest Territories. Half of this 
acreage is located on the Melville Peninsula 
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in the eastern Arctic, and the balance in the 
Hood River area approximately 150 miles 
east-southeast of Coppermine (see insert map). 


The Hood River properties were selected 
to cover a favorable “greenstone” belt, a geo- 
logical environment which has produced most 
of Canada’s base metal and precious metal 
mines. Reconnaissance prospecting during the 
past summer uncovered six copper and cop- 
per-silver-gold prospects which warrant more 
detailed investigation. 


Two iron deposits, consisting primarily of 
magnetite, have been discovered on Melville 
Peninsula. One of these contains four zones 
having a width of between 400 and 500 feet 
and an aggregate length in excess of 25,000 
feet. Samples from three of the zones show 
a soluble iron content in the range of 25% 
to 30%. The other deposit averaged about 600 
feet in width over a length of 10,500 feet. Two 
major faults expose vertical sections of approx- 
imately 500 feet and 800 feet in depth which 
indicate that the surface widths are main- 
tained or increase with depth. Samples from 
this deposit averaged 40% soluble iron. Met- 
allurgical tests of the samples indicate that the 
ores in these zones contain a higher magnetic 
iron content than the ores at most operating 
mines in North America treating magnetic 
iron formation. 


Whether or not these formations constitute 
potentially commercial ore bodies will depend 
on a number of factors in addition to estab- 
lishing the existence of sufficient reserves of 
a commercial grade to support a large mining 
and pelletizing operation. Principal among 
these is the need to develop long-term outlets 
for the iron in a highly competitive world mar- 
ket, and to demonstrate that the sea lanes can 
be kept open for navigation over a sufficient 
length of time to ship the concentrates. 


In 1969 Borealis will do detailed mapping 
of the iron deposits and will conduct aerial 


geophysical studies of the Hood River permits. 
It has also filed application for additional 
prospecting permits in the eastern Arctic. 


Borealis was organized by Catawba Inter- 
national, Inc. in 1968 as a company which will 
specialize in exploration in the far north. 
United Canso holds $225,000 of Borealis’ de- 
bentures which it purchased with cash and 
notes. The debentures may be applied against 
the purchase, at cost, of up to a 20% interest 
in any prospect developed by Borealis prior 
to April 1, 1972. United Canso also has the 
right to purchase up to a 712% stock interest 
in Borealis. 


DEVELOPMENT AND 
PRODUCTION 


OIL 


United Canso’s oil production for the year 
came to 1,064,624 barrels before royalties, an 
increase of 8% over the previous year. This 
was equivalent to an average daily rate of 
2.916 barrels. 


Development drilling in the year under 
review resulted in completion of 20 oil wells 
(8.0 net) in addition to six oil discoveries (2.0 
net). Tables listing these wells and showing 
a comparison of production over the past five 
years will be found elsewhere in this Report. 


Intensive exploration and development in 
the Hume area of southeast Saskatchewan 
resulted in the delineation of several small 
oil pools to the north and west of the main 
Innes pool. These have added approximately 
100 barrels per day to the Company’s produc- 
tion, and are responsible for a major portion 
of the increase over the prior year. Develop- 
ment in the area is continuing. 


Plans to unitize the Innes Field have been 
abandoned as a result of the inability of the 


working interest owners to reach an agree- 
ment on a plan for unitization. 


Continuing response to waterflooding in 
the Boundary Lake field in British Columbia 
has yielded a substantial increase in produc- 
tion to 10,200 barrels per day, increasing 
United Canso’s share from 425 barrels to 460 
barrels per day. Response to flooding and 
some development drilling in the Eureka 
Units in central west Saskatchewan have 
added 60 barrels per day to Company produc- 
tion. 


Unitization of the Elmore field is now under 
way, and waterflooding will be initiated early 
next year. United Canso owns about 10% 
of the proposed Unit, and currently derives 
150 barrels per day from its interest in the 
area. 


United Canso is participating in two pilot 
steamflood operations in the Cold Lake area 
150 miles northeast of Edmonton. Very large 
reserves of heavy, viscous crude exist on the 
properties, but recovery can only be achieved 
by thermal methods. United Canso is con- 
tributing 25% of the $2.5 to $3 million opera- 
tion which will earn for the participating 
group a 50% interest in two blocks compris- 
ing 58,520 acres. United Canso’s eventual 
working interest will be 7.5%. By year’s end, 
the group had completed 14 shallow oil wells, 
five gas wells, 10 service wells, and three non- 
productive tests. Steam injection began in 
December at both pilot sites. 


GAS 


The Company’s gas production for the year 
was 6.17 billion cubic feet, a 7.3% reduction 
from last year following natural decline of 
established fields. Two newly completed gas 
wells are currently shut in without market, 
one of which is scheduled for early inclusion 
in the Coleville Gas Unit. 


1] 


FIVE-YEAR 


OIL 


Canada 


GAS 


Canada 


wien (6) ce) ere) ed on jer oe 


Cry Caer) Cece at) <r] 


SUMMARY OF PRODUCTION 


7,163,454 7,043,171 


(1) Producing properties in the United States sold in January 1965. 
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Productive Net Production (before Royalties ) for 
Wells Fiscal Year Ended September 30 
Sept. 30, 1968 1968 1967 1966 1965 1964 
Gross Net Oil (Barrels ) 
ee ea 331 - 7.69 58,245 65,154 66,432 79,649 87,748 
Mh eae 133 6.07 162,973 150,518 140,195 130,190 163,881 
ay Agee 584 = 85.08 843,406 Me Oroa, 712,524 501,118 420,328 
Seaton Sere 1,048 98.79 1,064,624 986,024 919,151 710,957 671,957 
1a tees ieee aare 1 15 = a = =< as 
he ee ae i ee = sly 23,639 84,444 
RE Eas 1,049 98.94 1,064,624 986,024 919,151 734,596 756,401 
Gas (Thousand Cubic Feet) 
Pt akan 45 10.44 1,697,515 1,891,459 2,064,325 2,034,744 1,785,427 
Fee ae 30 1.05 471,900 449,106 290,916 332,386 255,874 
St eee 48 18.32 4,004,153 4,319,128 4,808,213 4,670,432 4,252,455 
5 Ree ees, WPS BA SHI 6,173,568 6,659,693 7,163,454 7,037,562 6,293,756 
MSE 5 94 — — — —_— = 
| oleic me a4 1 = = 5,609 27,501 
Ay sn ota Peerecbe WAS OLS 6,173,568 6,659,693 


6,321,257 


WELLS DRILLED 
Year ended September 30, 1968 


Total Oil Wells Gas Wells Dry Holes 
EXPLORATORY 
Canada 
1A: ae oe 10 E998 1 100 1 1.000 8 893 
British Columbia .. 5 52 1 .025 — — 4 a boy 
Saskatchewan ..... 12 5.450 4 1.850 — — 8 3.600 
Moamtoba 2.055. 5. 2 .160 — ~ — — 2 .160 
United States 
Montana ere 1 .000 a — — — 1 .500 
\WAGOVTTIDENE 5 oy oy dae 2 75 — — aa 2 O10 
Australia 
Queensland ....... 1 .085 — _ — — 1 .085 
Western Australia . . 2 .188 — —_ —_— 2 .188 
ToTaL ~ i‘ —« al rma ee 
EXPLORATORY .. 39 8.913 6 1.975 1 1.000 28 5.938 
DEVELOPMENT 
Canada 
Wibertats eva tiie 3 2 107 — = it .007 1 .100 
Saskatchewan ..... 18 10.895 13 7.395 1 1.000 4 2.500 
Maniteba 5. ... Bes 9 .720 7 .560 — — 2 160 
TOTAL Bo - im, sa Ps . et we 
DEVELOPMENT . 29 11.722 20 7.955 2 1.007 7 2.760 
TOTAL 64 20.635 26 "9,930 3 2.007 35 8.698 


Note: Excludes wells drilled at Cold Lake, Alberta (see page 11). 


Acreage Holdings in Canada September 30, 1968 


ALBERTA 
BistchouWwakem eae 
Foremost-Pakowki Lake .. 
Forestburg-Donalda 
Gladys Ridge 
Halkirk 


Sibbald 
Swan Hills 
Three Hills Creek 
Wainwright? 925 eee 
Other Areas 


SASKATCHEWAN 
Coleville Hoosier 
Hume-Huntoon-Innes 
S. E. Saskatchewan 
Other 


MANITOBA 
Pierson-Waskada 


Gross 


138,080 
32,471 
16,733 
22,717 
11,527 

8,365 
26,903 
64,160 
80,148 
20,480 
23,835 
18,800 

105,549 


569,768 


133,563 
80,488 
8,520 
171,096 


393,667 


12,106 


Net 
17,865 
18,797 
11,046 
3,442 
3,642 
1,943 
11,974 
6,734 
9,943 
2,640 
800 
16,440 
11,042 


116,308 


48,606 
43,032 
1,925 
Lo71 


95,534 


5,957 


BRITISH COLUMBIA 
Boundary Dake e1..4.. 45 
Bougie Creek 
Buick Creek 
Fort Nelson 
Haya Riveriien: exci. ce ae 
Klua Creek 
Martin Creek 
Shekile River 
Sikanni Chief 
Sojer 


YUKON AND 


NORTHWEST TERRITORIES 


Arrowhead 
Maunoir 
Snake River 


Gross 


141,640 
34,671 
38,355 
87,301 
40,189 
51,717 
34,031 
43,302 
50,162 

2,774 


524,142 


95,140 
370,070 
130,892 


596,102 


6,814,030 


8,909,815 


Net 


12,403 
2,600 
959 
2,183 
1,005 
3,855 
851 
3,248 
1,254 
925 


29,283 


23,785 
370,070 
65,446 


459,301 


3,263,994 


3,970,377 


Gross Acres 


Australia 


Northern Territory .......... 
Queensland 
Northern Territory (Minerals). . 
Western Australia (Minerals) .. 


Canada 


Arctic Islands 
Yukon, N. W. Territories .... 
Western Canadava. seen 


United States 
Alaska 


ry 


* Overriding royalty. 
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September 30, 


1968 


12,693,120 
5,726,720 
4,478,080 

985,600 


6,814,030 
596,102 
1,499,683 


937,106 
178,199 


21,000 


33,929,640 


1967 


12,693,120 
6,319,360 
3,544,960 


6,814,030 
95,140 
1,562,572 


168,442 
21,000 


31,218,624 


ACREAGE SUMMARY 


Net Acres 


Australia 
Northern Territory .......... 
Queerisland 
Northern Territory (Minerals). . 
Western Australia (Minerals) .. 


Canada 


Arctic Islands 
Yukon, N. W. Territories .... 
Western Canada ............ 


United States 
Alaska 


OeOnO Deo) Orme Most hte C20. ( 


September 30, 


1968 


3,937,483 
570,138 
671,712 

92,400 


3,263,994 
459,301 
247,082 


234,277 
73,091 


1967 


3,942,751 
631,104 
1,063,488 


3,263,994 
23,785 
272,703 


62,394 


9,260,219 


FINANCIAL 


Revenues 


Revenues for the year of $2,895,093 repre- 
sented an increase of 9.5%, increases in oil 
revenue having more than offset a decline in 
revenue from the sale of gas. Royalty income 
increased to $60,892. Interest and miscel- 
laneous income amounted to $147,010. 


Costs and Expenses 


Costs and expenses including depletion, de- 
preciation, and amortization, amounted to 
$2,804,710 as compared with $2,689,389 for 
the previous year. A comparison of the vari- 
ous classes of expenditures will be found in 
- the financial statements which accompany 
this Report. 


Geological and geophysical costs showed a 
further increase to $346,293, reflecting the 
high operating costs of northern exploration 
and the Company’s increasingly broad base of 
exploration activity. 


Lease and permit rental and production 
costs increased to $823,750 largely due to the 
higher level of production operations. 


Depletion, amortization and depreciation in- 
creased to $716,037 from $647,561. As these 


expenses are determined primarily on a unit- 
of-production basis, the increased costs re- 
ported are directly related to the increased 
sales attained during the year. 


Dry hole and abandonment expense increas- 
ed to $464,226 comprising dry hole costs of 
$300,722 and abandoned properties expense 
of $163,504. 


General and administrative expenses were 
reduced to $502,863 as compared to $555,370 
for the previous year. A non-recurring gain 
on sales of property and equipment netted 
$73,836. 


Working Capital 


United Canso’s working capital position of 
$2,479,111 at year end represented a strong 
4.4 to 1 current ratio. Cash flow from opera- 
tions for the year amounted to approximately 
$1,120,000. 


The bulk of the current assets constitutes 
bank deposit receipts in the amount of 
$2,500,000. These short-term deposits, which 
are available as needed for future develop- 
ment and exploration projects, are earning 
income at favorable rates of interest. 
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UNITED CANSO OIL & GAS LTD. (A Canadian corporation) 


CONSOLIDATED BALANCE SHEET 
September 30, 1968 and 1967 (Expressed in Canadian dollars) 


ASSETS 


CURRENT ASSETS: 
Or Materia ien, Cine wat erm sek panne ~ Oh. ecu aemmenn ay aC (cere Se We 
Bank deposit receipts and accrued interest .................. 
Accounts sreceivable: Sanit suki, otic meee ol ne ee hee eee 
Refundable, deposits. arten oo tee te re Se 
Prepaid expenses and iother assets 2 <3. 5... 4. «eee Seen ae 


Totalicurrentiassetsr. conc eee ee eee 


INVESTMENTS AND ADVANCES: 
Australian companies (Note 1): 

United Canso Oil & Gas Co. (N.T.) Pty. Ltd., 40% of capital 
stock, at equity ($226,772 and $203,906, respectively), and 
BAVANCES Vs, kc ce lees ee ee ch oR te ol oe ee ee 

Magellan Petroleum (N.T.) Pty. Ltd., 30% of capital stock, 
at equity ($364,051 and $307,014, respectively), and 
advances 

Magellan Petroleum (Qld.) Pty. Ltd., 20% of capital stock, 
at equity ($104,131 and $96,261, respectively), and advances 


Borealis: Exploration Limited tat costes 4 ee) aay ee 


Smiley Gas Conservation Limited, 26% of capital stock, at cost, 
and 5% demand notes of $52,000 and $59,800, respectively 


PROPERTY AND EQUIPMENT: 
Oil and gas interests, at cost or less: 


Producing (less depletion of $3,293,396 and $3,106,637, 
respectively ) 


Nonproducing: 
Canada 
United: ‘States 2 ae ee eg ee ee 


Venezuela (less amortization of $29,769 and $14,885, 
TespectiVEly ): i ws eee rd ct ee OM ee ge sree 


Well costs and gathering systems, at cost: 


Producing (less depreciation and amortization of $4,634,139 
and $4,742°672;srespectiVely )iaee swerten ues ete nee 


In process and standing (not presently producing) ......... 


Land, buildings and equipment, at cost (less depreciation of 
$192,144 and $190,803, respectively ) 


The accompanying notes are an integral part of this statement. 
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1968 


$ 174,803 
2,512,782 
432,163 
43,596 
46,823 


3,210,167 


549,479 


860,913 
130,056 


1,540,448 


225,000 
52,260 


1,819,776 


1,863,565 
427,678 


230,708 


2,521,951 


3,012,990 
704,644 


58,938 


8,118,299 
$13,146,174 


1967 


$ 307,547 
1,468,769 
526,356 
31,844 
48,189 


2,382,705 


477,697 


624,231 
115,582 


1,217,510 


60,060 


2,003,880 


1,926,950 
97,523 


245,592 
2,270,065 


3,094,344 
248,283 


48,560 


7,665,132 


$11,325,407 


LIABILITIES AND CAPITAL 1968 1967 


CURRENT LIABILITIES: 


Accounts payable and accrued liabilities: 


Pee Pe PERE Na Rhy C8 neh dite y Sodie a sas 08 $517,226 $ 250,511 
Magellan Petroleum Corporation ....................0.4. 103,877 47,139 
alenGata wba COrporation wae sen co wk ee eee Yes 34,953 21,683 
656,056 319,333 
Note payable to Borealis Exploration Limited .............. 75,000 — 
POlal CUSTENE MaDUHiCS esti a, 4 ces hou a wae 3 731,056 319,333 
Note payable to Borealis Exploration Limited due in fiscal 1970 .. 75,000 — 
CAPITAL: 
Capital stock, par value $1 per share: 
Authorized — 8,000,000 shares 
Issued or to be issued — 5,539,847 and 5,293,843 shares, 

COSICCUN CLV Mere rome re PR ere ce gue fn bee kw RO oS 5,539,847 5,293,843 
Gapital aw eXeess orepar. ValUG: a4 fad Hiei 6 54 Ee S as wes 14,751,859 13,754,202 
mecHimnllated lent NOTE 1)c02 2. ce Koss eee es (7,951,588) (8,041,971) 

12,340,118 11,006,074 


Commitments (Note 3) 


On behalf of the Board: 
s/s JOHN T. SincLaiR, Jr., Director 


s/s ROLAND J. RicHarpson, Director 


$13,146,174 $11,325,407 
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UNITED CANSO OIL & GAS LTD. (A Canadian corporation) 


CONSOLIDATED STATEMENT OF INCOME (LOSS) 


AND ACCUMULATED DEFICIT 


Years ended September 30, 1968 and 1967 (Expressed in Canadian dollars) 


Revenues: 
Oil sales ahi ie soiree Sean Name ae eee stern i tema ent a eee 
Gas sales” c70 Site seueee van ited ey Rat te tar ee BR eee re 
Royalties: fos) clap ee anes ep th te Ee aE 


Interest“and: miscellaneousas Gan ee ee ee eee 


Costs and expenses: 


Geological and geophysical costs .......:........ 


Léasé. and‘ permitwrentals..\ ea) geet eae, i oe 


Production costs 


Depletion. and amortization... 2... a ce eet eee ie eee 


Depreciation 


Dry holes and abandonments 


Gain on sales of property and equipment 


General and administrative expenses 


Adjustment of investments in Australian companies to equity in net 
assets at end of year 


Net income (loss) 


Wo imtie) fe. (e) (sive “isiere™ 10) is) us; hr Naik’ Js, -) wmreh le) calrer Jamar iel tel ini’ s/ 0s, et \o) fod a gu uel TMs Se) Perel ee 


Accumulated deficit at beginning of year (Note 1) ................ 
Accumulated deficit at end of year 


Net income (loss) per share based on average number of shares 
outstanding during the year 


(*) Reclassified to conform with 1968 presentation. 


The accompanying notes are an integral part of this statement. 
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1968 


$2,112,706 
574,485 
60,892 
147,010 


2,895,093 


346,293 
200,167 
623,583 
482,960 
233,077 
464,226 
(73,836) 
502,863 


25,377 


2,804,710 


90,383 
8,041,971 


$7,951,588 


a 


$.02 


1967 
ee 


$1,946,689 
617,236 
42,957 
37,094 


2,643,976 


288,337 
184,749 
627,660 
442,689 
204,872 
391,145 
(5,433) 
555,370 


2,689,389 


(45,413) 
7,996,558 


$8,041,971 


$(.01) 


UNITED CANSO OIL & GAS LTD. (A Canadian corporation) 


CONSOLIDATED STATEMENT OF CAPITAL STOCK 
AND CAPITAL IN EXCESS OF PAR VALUE 


Years ended September 30, 1967 and 1968 (Expressed in Canadian dollars) 


Balance at September 30, 1966 ........ 


Net proceeds from sales of capital stock 
of which 760,532 shares were sold with 
stock purchase warrants ............ 


Balance at September 30, 1967 ........ 


Net proceeds from sales of capital stock . . 


Net proceeds from sales of 139,468 stock 
purchase watrantS..... «<4 .« shasnnit 


Proceeds from exercise of 112,956 stock 
WEULOHASE WarrantSon. som tos 2 mS u.s wine 


Acquisition of interest in Alaska — shares 
issued during November 1968 


Balance at September 30, 1968 ........ 


The accompanying notes are an integral part of this statement. 


Number 
of shares 


4,492,311 


801,532 


5,293,843 


146,930 


56,478 


42,596 


5,039,847 


Capital 
stock, $1 
par value 


$4,492,311 


801,532 


5,293,843 


146,930 


56,478 


42,596 


$5,539,847 


Capital in 
excess of 
par value 


$12,846,370 


907,832 


13,754,202 
466,634 


166,949 


155,408 


208,666 


$14,751,859 


Total 
$17,338,681 


1,709,364 


19,048,045 


613,564 


166,949 


211,886 


251,262 


$20,291,706 


19 


UNITED CANSO OIL & GAS LTD. (A Canadian corporation) 


CONSOLIDATED STATEMENT OF SOURCE 
AND DISPOSITION OF WORKING CAPITAL 


Years ended September 30, 1968 and 1967 (Expressed in Canadian dollars) 


Source of working capital: 
Netwincomie , C088) ycccec.c. sa ee a ae 


Charges against revenues not involving working capital during 
the current year: 


Depletion and amortization 


Depreciation 


Sales, retirements and abandonments of property and equip- 
ment 


Long-term note payable to Borealis Exploration Limited 


Decrease in notes receivable from Smiley Gas Conservation 
Limited 


Sales and issuance of capital stock and stock purchase warrants 


Disposition of working capital: 


Additions to property and equipment 


Increase in investments in and advances to the Australian 
companies 


Investment in Borealis Exploration Limited 


Increase in working capital 


The accompanying notes are an integral part of this statement. 
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1968 


$ 90,383 


482,960 
233,077 


313,354 
75,000 


7,800 
1,243,661 


2,446,235 


1,482,558 


322,938 
225,000 


2,030,496 


$ 415,739 


ee 


1967 


$ (45,413) 


442.689 
204,872 


124,459 


18,200 
1,709,364 


2,454,171 


617,991 


133,883 


751,874 
$1,702,297 


UNITED CANSO OIL & GAS LTD. 


NOTES TO FINANCIAL STATEMENTS 
September 30, 1968 


1. BASIS OF THE FINANCIAL STATEMENTS 


The accompanying consolidated financial statements include the accounts of United Canso Oil & Gas Ltd. 
(United Canso) and its wholly-owned U. S. subsidiary, Canso Oil & Gas, Inc. (Canso Oil & Gas), hereafter 
referred to collectively as the Company. The accounts of Canso Oil & Gas have been translated at the rate of $1 
U. S. = $1.0725 Can. Unrealized gain or loss from translation, which is not significant, has been credited or 
charged to general and administrative expenses. The excess ($207,560) of United Canso’s investment at Septem- 
ber 30, 1968 over its equity in net assets of Canso Oil & Gas, representing net loss since inception, has been 
included in accumulated deficit in the accompanying consolidated financial statements. 


Effective October 1, 1967, the Company changed the method of carrying its investments in the Australian 
companies from cost to equity. The effect of this change was to increase accumulated deficit by $577,857 at 
September 30, 1966. 


Realization of the investments in and advances to the Australian companies (see Note 2) and of the investment 
in nonproducing property and equipment is dependent upon future developments, since the properties repre- 
sented by these assets are substantially unexplored or have not been developed. 


2. INVESTMENTS AND ADVANCES 


United Canso acquired a substantial portion of its interest in the Australian companies from Magellan Petroleum 
Corporation (Magellan) in September 1963. A substantial portion of the remaining interest in the Australian 
companies is held (directly or indirectly) by Magellan and Pantepec International, Inc. 


The Australian companies have interests in petroleum and mineral exploration concessions and permits through- 
out Australia where exploratory activities are in progress. In connection with these activities, the Australian 
companies have entered into agreements with various companies covering exploration of certain property interests 
held. Under these agreements the various companies have earned or may earn up to a 50% working interest in 
such property interests. 


United Canso’s equity in the combined net assets (adjusted to cost) of the Australian companies was $694,954 
at September 30, 1968. The net assets of the Australian companies consist primarily of deferred drilling, geo- 
logical, geophysical and administrative costs. 


In May 1968, the Company entered into an agreement with Catawba International, Inc., a subsidiary of The 
Catawba Corporation, under which the Company committed itself to acquire $225,000 face amount of non-interest 
bearing debentures and 90,000 shares (5.36% of the outstanding capital stock) of Borealis Exploration Limited, 
which company had been formed by Catawba International, Inc., in exchange for $75,000 in cash plus two 
$75,000 non-interest bearing notes payable. Borealis Exploration Limited will engage in mineral exploration in 
northern Canada. 


3. PROPERTY AND EQUIPMENT 


On August 27, 1968, the Company, through its subsidiary, Canso Oil & Gas, agreed to purchase a 25% interest 
in filings for federal leases on approximately 937,106 gross acres (234,276.5 net acres) in the State of Alaska. 
Initial consideration of $1 (U. S.) per net acre was paid by the issuance of 42,596 shares of the Company’s 
capital stock. Within three years of August 27, 1968, an additional $3.00 (U. S.) per net acre is payable in cash 
or shares of the Company’s capital stock at the election of the Company, or the Company may elect to assign to 
the original lease applicants a net profits interest of 25% of the Company’s interest in the leases issued. The 
Company will be reimbursed at the rate of $.50 (U. S.) per acre, or equivalent stock, for each net acre for which 
leases are not issued. 


United Canso’s interest in Venezuela was acquired from Pancoastal, Inc. in 1961. Currently, United Canso’s 
interest in Venezuela consists of a 50% interest in a sliding-scale royalty ranging from 3¢ to 8¢ per barrel on 
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UNITED CANSO OIL & GAS LTD. 


NOTES TO FINANCIAL STATEMENTS 
September 30, 1968 


50% of the gross production from a concession in excess of 5,000 barrels per day. The cost of United Canso’s 
interest in Venezuela is being amortized over the remaining period of the concession rights, which expire in 1984. 


Depletion is computed by the unit-of-production method applied to the amounts assigned to the producing 
portion of interests retained in each original permit area. Depreciation of well equipment and amortization 
of intangible drilling costs are computed by the unit-of-production method based on estimated reserves available 
to all existing wells in each field. Depreciation of buildings and equipment is provided on the straight-line 
method at rates based on the estimated useful lives of the various classes of assets. The net cost of abandoned 
wells, which had previously been producing, is charged against the accumulated depreciation and amortization 
account of the remaining wells in the producing area. 


Lease rentals and drilling commitments in connection with properties and property interests held by the 
Company at September 30, 1968 approximate $635,000 for the year ending September 30, 1969. 


4, THE CATAWBA CORPORATION 


United Canso’s current (expiring April 1969) and prior contracts for financial, technical and other services with 
The Catawba Corporation (Catawba) have provided for payments based on services rendered and the granting 
of a 1/64th overriding royalty on all properties acquired by United Canso during the term of the contract. 
The contracts also have provided for special compensation for services rendered not contemplated under the 
contracts. During the year ended September 30, 1968, the Company was charged $146,255 ($203,062 in fiscal 
1967) under this contract, including $21,450 as a special bonus for services rendered by Catawba in con- 
nection with the 1967 “Subscription Offer” of the Company. Catawba provides similar services to the 
Australian companies, Magellan Petroleum Corporation, Pantepec International, Inc., Pancoastal, Inc. and Canada 
Southern Petroleum Ltd. Certain of the stockholders, officers and employees of Catawba are directors, officers 
and/or stockholders of United Canso and the other companies mentioned above. 


5. STOCK PURCHASE WARRANTS AND STOCK OPTIONS AND RESERVATIONS 


At September 30, 1968, there were 787,044 stock purchase warrants outstanding for the purchase of 393,522 
shares of the Company’s capital stock. These warrants entitle the holder to purchase shares of the Company’s 
capital stock at a price of $3.75 for each share purchased on or before March 31, 1969; $4.50 per share from 
April 1, 1969 to March 31, 1971 and $5.25 per share from April 1, 1971 to March 30, 1972. 


On January 9, 1968, the Company’s shareholders approved an incentive stock option plan authorizing the 
Board of Directors to grant options on 225,000 shares of the Company’s capital stock. On January 12, 1968, 
options to purchase shares were granted to The Catawba Corporation for 100,000 shares and to employees for 
115,000 shares at an option price of $6.00 per share. The market price at date of grant was $5.76 per share. 
The options vest and become exercisable to the extent of 35% beginning January 12, 1969, an additional 
35% beginning January 12, 1970 and the remaining 30% beginning January 12, 1971. 


At September 30, 1968, none of the above-mentioned options on 215,000 shares was exercisable and all 
these options expire on January 11, 1973. In addition, there were 20,000 shares reserved for future option 
grants at September 30, 1968. There were no other changes in stock options during the year ended September 
30, 1968. 


6. ALLOCATED EXPENSES AND COMPENSATION 


Certain employees and office facilities are shared with Canada Southern Petroleum Ltd. and certain of the 
general and administrative expenses represent allocated portions of common expenses. Compensation of directors, 
officers and a senior employee and contributions to a pension plan on their behalf allocated to or paid directly 
by United Canso amounted to $129,980 and $18,167, respectively, for the year ended September 30, 1968. 
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AUDITORS’ REPORT 


The Board of Directors and Sharcholders 
UNITED Canso OiL & Gas Lp. 


We have examined the accompanying consolidated balance sheet of United Canso 
Oil & Gas Ltd. and subsidiary at September 30, 1968, the related consolidated state- 
ments of income (loss) and accumulated deficit and of capital stock and capital in 
excess of par value and the consolidated statement of source and disposition of working 
capital for the year then ended. Our examination was made in accordance with gen- 
erally accepted auditing standards, and accordingly included such tests of the account- 
ing records and such other auditing procedures as we considered necessary in the 
circumstances. 


In our opinion, subject to such adjustment as would result from failure to realize 
in the future the amounts at which investments in and advances to the Australian 
companies and nonproducing property and equipment are carried in the consolidated 
balance sheet (see Note 1), the statements mentioned above present fairly the con- 
solidated financial position of United Canso Oil & Gas Ltd. and subsidiary at Sep- 
tember 30, 1968, the consolidated results of their operations and the source and 
disposition of their consolidated working capital for the year then ended, in con- 
formity with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year after restatement, which we approve, for the change 
in method of carrying the Company’s investments in the Australian companies (see 
Note 1). 


ARTHUR YOUNG, CLARKSON, GORDON & Co. 


New York, N. Y. 
November 22, 1968 
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